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The Tax Court of the United States 
Docket No. 53929 


ARTHUR L. LAWRENCE and ALMA P. LAW- 
RENCH, 
Petitioners, 
vs. 


COMMISSIONER OF INTERNAL REVENUE, 
Respondent. 


PETITION 


The above-named petitioners hereby petition for 
a redetermination of the deficiency set forth by the 
Commissioner of Internal Revenue in his notice of 
deficiency (District Director of Internal Revenue, 
Seattle 4, Washington, A:R-VEZ:90D:vaw), dated 
May 10, 1954, and, as a basis for these proceedings 
allege as follows: 

I. 

The petitioners reside at 1605 Fremont Street, 
Las Vegas, Nevada. The return for the period here 
involved was filed with the Collector of Internal 
Revenue, Los Angeles, California. 

ne 

The notice of deficiency, a copy of which is at- 
tached hereto and made a part of this petition by 
reference, is dated May 10, 1954. (Exhibit A.) 

‘lde 


The taxes in controversy are income taxes for the 
calendar vear 1948 in the amount of $2,931.14. 
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IV. 
The determination of tax set forth in the said 
notice of deficiency is based upon the following 
errors: 


1. The Commissioner erred in increasing peti- 
tioners’ taxable income by adjusting the amount 
reported as capital gain, upon the complete liquida- 
tion of Midway Peerless Oil Company, including 
therein as part of the distribution of assets received 
an amount depicted as the ascertainable fair market 
value of the company’s leasehold. 


2. The Commissioner erred in increasing peti- 
tioners’ taxable income by including as part of the 
distribution from Midway Peerless Oil Company 
the value of crude oil on hand and materials and 
supplies. 


3. The Commissioner erred in asserting de- 
ficiency for the year 1948, closed by the running of 
the statute of limitations. 


ve 

The facts upon which petitioners rely are as fol- 
lows: 

1. The petitioner, Arthur L. Lawrence, acquired 
on April 7, 1942, 2,111 shares of stock of Midway 
Peerless Oil Company from the Estate of Lucille 
Manley. 

2. Petitioner’s stock holdings represented 
4.342094% of the outstanding stock of Midway 
Peerless Oil Company. 
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3. Prior to the adoption of the resolution to dis- 
solve, Midway Peerless Oil Company had entered 
into an agreement with M. H. Whittier Company, a 
partnership, whereby the latter was to continue the 
operation of these leasehold properties. 


4. At a stockholders’ meeting on or about De- 
cember 3, 1948, it was resolved to dissolve Midway 
Peerless Oil Company as of the close of business 
December 15, 1948, by surrender to the corporation 
of all stock outstanding. 


5. Petitioner, Arthur L. Lawrence, elected to ae- 
cept Option A, of the corporate plan of distribu- 
tion, whereby he received, pro rata to his stock hold- 
ings, the following assets: 


a. An assignment of participating royalty. 

b. An undivided interest in leasehold equip- 
ment. 

c. Cash, the pro rata share by which the total 
net value of all the assets of the corporation 
exceeded the value of the leases and leasehold 
equipment. 


6. The terms set forth in said assignment of par- 
ticipating royalty give unto petitioner, Arthur L. 
Lawrence, the right to receive proceeds upon the 
sale of specified deposits contingent, however, upon 
the fact that production and proceeds of such de- 
posits on sale are in excess of expenses incurred in 
production thereof by the operator, M. H. Whittier 
Company. 


7. The present operators, M. H. Whittier Com- 
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pany, have the right to terminate said lease at their 
diseretion. 


8. Petitioner can in no way be authorized or in 
anv manner allowed to participate in the manage- 
ment and control of the properties. 


9. Payments, if any, to be received under this 
agreement are predicated upon the successful opera- 
tion of the property by M. H. Whittier Company. 


10. The assignment of participating royalty 
agreement is thus only a promise unto petitioner, 
Arthur L. Lawrence, by the corporation that he may 
receive future money payments wholly contingent 
upon facts and circumstances beyond the control 
of petitioner, and which are not possible to foretell 
with anything like fair certainty. 


11. Petitioners have reported all receipts from 
M. H. Whittier Company under the participating 
royalty agreement when received. 


12. Respondent has determined that petitioners’ 
capital gain should be increased $20,193.36, which 
he contends represents the fair market value of 
petitioners’ distributive share of the corporate as- 
sets of Midway Peerless Oil Company. The pur- 
ported values determined by respondent are as fol- 
lows: 


Oil reserves—Oil lease.............. $20,104.18 
Crme oil on hand............. 33a 83.00 
Materials and supplies.............. 6.18 
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13. Respondent, in determination of the fair 
market value of the assignment of participating 
royalty mentioned in 5(a) above, has used as a basis 
the appraisal value of the corporation oil lease. 


14. Petitioners have no knowledge of any sales 
or negotiations for sale of said participating royalty 
agreements by any of the former shareholders and, 
therefore, deny that any such sales have occurred. 


15. Respondent has assumed that the entire esti- 
mated oil reserves, covered by the oil lease, will be 
extracted, saved and sold and that there was a 
readily ascertainable market value where, in fact. 
no market existed. 


16. Petitioners reported, on a statement, at- 
tached to Schedule D of their return, all pertinent 
facts and figures regarding said hquidating distri- 
bution of Midway Peerless Oil Company. Petition- 
ers’ return set forth clearly, without omission, all 
values received. Code section 275(¢) applies only 
where taxpayer has failed to make a return of some 
taxable gain. 


17. Section 275(e) of the Internal Revenue Code 
states as follows: 


“(e) Distributions in Liquidation to Share- 
holders—If a taxpayer omits from gross income 
an amount properly ineludible therein under 
section 115(¢) as an amount distributed in 
liquidation of a corporation, other than a for- 
eign personal holding company, the tax may be 
assessed, or a proceeding in court for the col- 
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lection of such tax may be begun without as- 
sessment, at any time within four years after 
the return was filed.’’ 


Wherefore, petitioners pray that the Court may 
hear the proceeding and: 


1. Determine that the Commissioner erred in in- 
creasing petitioners’ taxable income through his de- 
termination of fair market value of the assignment 
of participating royalty distributed. 


2. Determine that Commissioner erred in 1in- 
creasing petitioners’ income through inclusion of 
the value of erude oil on hand and materials and 
supphes. 


3. Determime that the Commissioner erred in as- 


serting deficiencies for the year 1948, closed by the 
running of the statute of limitations under Section 
275(e) of the Internal Revenue Code. 


4. Grant such other and further relief as the 
Court may deem proper. 


/s/ KE. P. JARVIS, 
Certified Public Accountant, 
Counsel for Petitioners. 
Duly verified. 
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EXERIBID 
Form 1230 


U.S. Treasury Department 
Office of the District Director of Internal Revenue 
905 Second Avenue Building 
Seattle 4, Washington 


Air Mail 
May 10, 1954. 


Internal Revenue Service 
In replying refer to A:R 
VEZ:90D :jaw 


Mr. Arthur L. Lawrence and Mrs. Alma P. Law- 
renee, 

Husband and Wife, 

1605 Fremont Street, 

Las Vegas, Nevada. 


Dear Mr. & Mrs. Lawrence: 


You are advised that the determination of your 
income tax lability for the taxable year ended De- 
cember 31, 1948, discloses a deficiency or deficien- 
cies of $2,931.14, as shown in the statement attached. 


In accordance with the provisions of existing in- 
ternal revenue laws, notice is hereby given of the 
deficiency or deficiencies mentioned. 


Within 90 days from the date of the mailing of 
this letter you may file a petition with The Tax 
Court of the United States, at its principal address, 
Washington 4, D. C., for a redetermination of the 
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deficiency. In counting the 90 days you may not 
exclude any day unless the 90th day is a Saturday, 
Sunday, or legal holiday in the District of Columbia 
in which event that day is not counted as the 90th 
day. Otherwise Saturday, Sundays and legal holi- 
days are to be counted in computing the 90-day 
period. 


Should you not desire to file a petition, you are 
requested to execute the enclosed form and forward 
it to the District Director of Internal Revenue, 
Audit Division, 905 Second Avenue Building, Se- 
attle 4, Washington. The signing and filing of this 
form will expedite the closing of your return(s) by 
permitting an early assessment of the deficiency or 
deficiencies, and will prevent the accumulation of 
interest, since the interest period terminates 30 days 
after receipt of the form, or on the date of assess- 
ment, or on the date of payment, whichever is the 
earlier. 


Very truly yours, 


T. COLEMAN ANDREWS, 
Commissioner ; 


By /s/ WILLIAM E. FRANK, 
District Director of Internal 
Revenue. 
Enclosures : 
Statement 
Form 1276 
Agreement Form 
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A:R 
VEZ:90D :jaw 
Statement 


Mr. Arthur L. Lawrence and Mrs. Alma P. Lawrence 
Husband and Wife 
Formerly Los Angeles, California 
Now 1605 Fremont Street 
Las Vegas, Nevada 


Tax Liability for the Taxable Year Ended December 31, 1948 


Deficiency 
LCROQUELG. (CSN eee ee ee a Pe rE $2,931.14 


In makinig this determination of your income tax liability, 
careful consideration has been given to the report of examina- 
tion dated May 3, 1954. 


Adjustments to Net Income 


Net income as disclosed by return, Form 1040..............$12,984.21 
Unallowable deductions and additional income: 

(aL) OST O I Ta 0 eee ee 10,096.68 

(21) TOR COMI 216 TIL ET tee ene ee eee $23,080.89 


) Explanation of Adjustments 


(a) On your return you reported a long-term capital gain of 
$8,639.81, taken into account at 50% or $4,319.91, upon the dis- 
tribution of assets in liquidation made by Midway Peerless Oil 

| Company on December 15, 1948. It has been determined that 
the fair market value of assets received by you as a result of the 
: distribution was as follows: 


ul lease Ser neeneeenenannnrnrir sre reece nS) or $20,104.18 
Heeaseliold eq WipmMment. .......-22e se eerste eee 1,507.27 
MOVES COLLASCS -...-..--c.isse ee 146.33 
Gime caoileon. hand... 222 eee 83.00 
Pl itormlen eet: Sp) PVCS acces asec eee 6.18 


Cecheand other assets. ice 8,886.11 
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Your gain is therefore recomputed as follows: 


Fair market value of assets received................ $30,733.07 
Basis of stock acquired 4-7-42...00000 1,899.90 
Recognized gain ...2 98. ......... $28,833.17 
Taken into accounteats0%.....2....... a 14,416.59 
Reported ‘onerétian. 2... ae 4,319.91 
Increase in capital gain.........:............... $10,096.68 


Your reported net income is increased accordingly. 


Computation of Tax 


Neteancome adjusted .._...-......2. $23,080.89 
Less: Exemptions (2 x $600) _............2... ren 1,200.00 
Income subject to tentative tax.....-..22..--.-se-eceeeecceeeees $21,880.89 
One-half of such income for joint return..................--...- $10,940.45 
Tentative tax .....00e eee 2,997.38 
Tax reduction: 17% of $ 400.00 $ 68.00................ 
12% of 2,597.38 310 379.69 

PRONAM@S _._......seeseeseeeeeeeee cette eee $ 2,617.69 
Correct income tax liability for joint return 

(2°x $2,617.69) ..280............. = eo 9,230.38 
Income tax liability disclosed by return, 

accommt FE9U1 (O02 ci. oi este eteeee e 2,304.24 
Deficleney in_ income tax .......-.-.-.00. $ 2,931.14 


Received and filed July 22, 1954, T.C.US. 
Served July 23, 1954. 
[Title of Tax Court and Cause. ] 


ANSWER 


Comes Now the Commissioner of Internal Rev- 


enue, by his attorney, Daniel A. Taylor, Chief Coun- 


sel, Internal Revenue Service, and for answer to | 
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the petition filed herein, admits, denies and alleges 
as follows: 
[. 
Admits the allegations contained in paragraph IL 
of the petition. 
Ie 
Admits the allegations contained in paragraph IT 
of the petition. 
JUL, 
Admits the allegations contained in paragraph 
TIL of the petition. 
ae 
1 to 3, inclusive. Denies that in determining the 
deficiency asserted in the statutory notice of de- 
ficiency herein the respondent committed any error, 
and specifically denies the allegations of error set 
forth in subparagraphs 1 to 3, inclusive, of para- 
graph IV of the petition. 


VV: 

1. Denies the allegations contaimed in subpara- 
graph 1 of paragraph V of the petition.except it is 
admitted that the petitioner, Arthur L. Lawrence, 
acquired on April 7, 1942, 2,111 shares of stock of 
Midway Peerless Oil Company. 

2. Admits the allegations contained in subpara- 
graph 2 of paragraph V of the petition. 

3. Denies the allegations contained in subpara- 
graph 3 of paragraph V of the petition. 

4. Admits the allegations contained in subpara- 
eraph 4 of paragraph V of the petition. 

5 to 11, inclusive. Denies the allegations contained 
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in subparagraphs 5 to 11, inclusive, of paragraph V 
of the petition. 

12. Admits the allegations contained in subpara- 
graph 12 of paragraph V of the petition. 

13 to 16, inclusive. Denies the allegations con- 
tained in subparagraphs 138 to 16, inclusive, of para- 
graph V of the petition. 

17. Admits the allegations contained in subpara- 
graph 17 of paragraph V of the petition. 


VI. 
Denies generally and specifically each and every 
allegation contained in the petition, not hereinbe- 
fore specifically admitted, qualified or denied. 


Wale; 
Further answering the petition respondent alleges 
as follows: 


(a) That petitioners omitted from gross income 
reported in their 1948 income tax return an amount 
properly includable therein which is in excess of 
25 per centum of the amount of gross income stated 
in said return; therefore, the income tax for 1948 
may be assessed, or a proceeding in court for the 
collection of such tax may be begun without as- 
sessment, at any time within five years after the 
return was filed as provided by Section 275(c¢) of 
the Internal Revenue Code. 


(b) The petitioners’ 1948 income tax return was 
filed on May 31, 1949, and the notice of deficiency 
from which this appeal is taken was mailed to the 
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petitioners on May 10, 1954, which date was within 
five years from the filing of the return. 

Wherefore, it is prayed that the petitioners’ ap- 
peal be denied and that the Commissioner’s deter- 
mination of deficiency be approved. 


/s/ DANIEL A. TAYLOR, W.H.P. 
Chief Counsel, Internal 
Revenue Service. 
Of Counsel: 
MELVIN L. SEARS, 
Regional Counsel ; 


JOHN O. DURKAN, 
Special Attorney, Internal 
Revenue Service. 


Filed September 2, 1954, 'T.C.U.S. 


[Title of Tax Court and Cause. ] 


REPLY 


The above-named petitioners, for reply to the 
allegations affirmatively set forth by the respondent 
in his answer, admit and deny as follows: 


SADE, 
(a) Denies the allegations contained in subpara- 
graph (a) of paragraph VIT of the answer. 


(b) Petitioners admit that they filed a United 
States income tax return for the calendar year 1948 
during the month of May, 1949. Petitioners admit 
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that respondent did on May 10, 1954, mail to peti- 
tioners herein the notice of deficiency for the tax- 
able year 1948, but petitioners deny the remaining 
allegations of subparagraph (b) of paragraph VII 
of the answer. 


(c) Deny all of the material allegations of re- 
spondent’s answer not hereinbefore specifically ad- 
mitted. 


Wherefore, it is prayed that the affirmative relief 
requested by the respondent in his answer be de- 
nied, and that relief be granted as sought in the 
petition. 

/s/ E. P. JARVIS, 
Certified Public Accountant, 
Counsel for Petitioners. 


Received and filed October 11, 1954, 'T.C.U.S. 


[Title of Tax Court and Cause. | 


STIPULATION OF FACTS 


Petitioners and respondent, by their respective 
counsel, stipulate that the merits of this proceeding 
may be decided on the basis of the following facts: 


1. he petitioners reside at 1605 Fremont Street, 
Las Vegas, Nevada. They filed a joint United States 
income tax return for the calendar year 1948 with 
the Collector of Internal Revenue, Los Angeles, 
California, on May 31, 1949. A copy of said return, 
together with extensions of time for filing same, is 
attached hereto as Exhibit A-1. 
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2. On May 10, 1954, the Commissioner of In- 
ternal Revenue mailed to the petitioners a notice 
of deficiency in income tax in the amount of 
$2,931.14 for the calendar year 1948. A copy of said 
notice, together with the statement which is referred 
to therein, is attached hereto as Exhibit B-2. The 
determination as contained in Exhibit B-2 is, in all 
respects, correct. 


3. Petitioner, Arthur L. Lawrence, acquired 
2,111 shares of stock of the Midway Peerless Oil 
Company on April 7, 1942. This amounted to 
4,342094% of the outstanding stock. At a stockhold- 
ers’ meeting, on or about December 3, 1948, it was 
resolved to dissolve Midway Peerless Oil Company 
as of the close of business December 15, 1948, by 
surrender to the corporation of all stock outstand- 
ing. The amount of long-term capital gain derived 
by Arthur L. Lawrence upon the distribution in 
complete liquidation made by Midway Peerless Oil 
Company on December 15, 1948, is set forth on page 
one of the “Statement”? in Exhibit B-2. 


4. The only issue to be decided by the Court is 
that of the applicability of the statute of limita- 
tions, as pleaded in the petition and answer. 


/s/ BROCKMAN ADAMS, 
Counsel for Petitioners. 


/s/ JOHN POTTS BARNES, 


RooH.P. 
Chief Counsel, Internal Revenue Service, Counsel 
for Respondent. 


U. S. INDIVIDYA. INCOME TAX RETURN 
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EMPLOYEES: lasteed of this form, yoo may vse Form 1640A if pour total income was less then $5,088, consisting 
whally of wages thew 00 Forms W-?, or af such wages and nel mare then $108 of ether wages, dividends, and interest. 
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“(PLEASE “PAINT 
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SE PRINT  Sereet and number of rural route} 


an. wey. town, of post office) (Postat rone number) Gali fornia ie = f REY. 
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Occupation ABSescrae Social Security No. 


Se aan ee 
wile (ox Ruchend) had an Income, o Ht this is a joint return af bess than $508 whe recelved mere thee one-half of thelr support Inm yee. if 
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On lines a and b helow— 
Wree lf neither 65 nor blind, 
Write 2 ul erther 65 or blind, 
Write 3f both 65 snd blind 


a 
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test asm) Alma P. Lawrence bye) ol Yer) S. ve 
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Enter here coral atc of exemptions eal oe dependens heed shove => 


(nurs and your wife's 


2. Enter your total re saleries, bonuses, commissions, and olher cempensation bends, ote. Alee euler amveval of iftome Tar withheld, Mombers of simed torees 
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slat S mn @et71 


King County Clerk's Office Seattle, na $..... 183, 00 


Your a ; 
3. Enter here the tural amount of your dividends ee sp 2a 
4. Enter here the total amount of vour interest welding interest trom a sibigittins uoless 
wholly exempe from cavacens wae 
5. If you received any other mance. give details on page 2 and ¢ enter the total here . 
6. Add income shown sn items 2,3 4, and §, vod cnice the otal here - 
Hey TOUR INCOME WAS LESS THAN $5,000 You may fing your tas in the tar = 1F YOUR INCOME WAS $5,000 OR MORE. Disregard ihe taz table snd compute 


table on page 4. This table. which Is provided by taw autematically allows sbowt your ta1 om page }. Yeu may either tahe a standard deduction or Homire your 
FAgWCe | 16 percent of your tuted income for charitable comtribvies valores!, teres, caiualty deductions, winchever 1s to your advantage. 
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lorees of these closets amenat to snore then 10 percent. it wil! usually be lo your amd wife must Mile @ joml return. II heskend and wite fle seperate returns, 
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| Be mot use this page # your income b wholly tree salaries, wages, Gividends, and tuherest = yp 


Schedule A.— INCOME FROM ANNUITIES OR PENSIONS 


- oe —— Sy 
jnowity Cestal amount you pand in) g | 4 Total amourt received this year. S 
Me received ray-tree ts pre wears a —F § Eacew, ft any, of hoe 4 over ine}... | . 
nice eh cant (line Dless tine 2) 1$ Jo @ bates tine $00 3 percene of line 1, whichever 16 greater 
i Chur donot cater anee than line 4) 


Schedule B.— INCOME FROM RENTS AND ROYALTIES 


1, Seed oad shen 6 pragerty Lulecels rere meme \ ea eo 
e Oil. Co. . : $ 2 4 $ ‘+ _ a See = 
aston, Texas _ . SOOO Bes B5lo7r a on ee 
} 
RS oe, a | — 
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am edcols dant) $s SL \s2’s o5 OT 1s -|- Is 


edule C.—PROFIY (COR LOSS) FROM BUSINESS OR PROFESSION. (0 arencrs should abtain Ferm 10608) 


(8) natore of business ee 202 bast yc caine ” 


business address 
De NOT include in thes schedate cost of goods withdrawn lor peisonal use oF deductions hee 
net connected with business we profession. | 


COST OF GOODS SOLD Gli R RUSINE © DELCO TIONS 


be ured shere inventors ate an V0 Salartes aud ow apa tenting ¢ $ 


et the betters ““C ” oF eM SED Gtetadeet we daar. cadebiedness 
he times 2 and @ of in: 1. ate 
ed al either COM, OF sust ot PA Vane 4 bustage. aon basses property 
pathet, whuheves wv lowers ' 
t 4b. seaplane a Nth ae 
Wavent.wy ar beginning of vear — |$ 
1$ Wad debes ae sare re sale ar cases 
Merchandise boughe for sale | 
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IT :479 
Treasury Department 
Internal Revenue Service 
Los Angeles 12, California 


May 19, 1949. 
In reply refer to 
IT: EXT :-RMC 
MI 8111—Ext. 371 


Form 1040 


Mr. & Mrs. Arthur L. Lawrence (Alma P.), 
c/o Jarvis & Moore, 

23rd Floor, Smith Tower, 

Seattle 4, Washington. 


Dear My. & Mrs. Lawrence: 


Reeeipt is acknowledged of your recent request 
for extension of time within which to file your in- 
come tax return for the calendar year 1948. 


It is not the policy of the Bureau to grant exten- 
sions of time for filing income tax returns except 
| in cases where the circumstances clearly warrant 
such action. 


You are, therefore, advised that the reasons stated 
in your request do not warrant granting a further 
- extension, but you are allowed until 5-31-49 within 
which to file your return before it will be considered 
_ delinquent and subject to the penalties provided by 
Jaw. 
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This Letter or Copy Thereof Should Be Attached 
to Your Return, When Filed, as Evidence of the 
Authorization Herein Granted. 


Very truly yours, 
HARRY C. WESTOVER, 
Collector ; 


By /s/ C. J. HOGAN, 
Chief, Income Tax Division. 
RMC:js 


IT :39 
Treasury Department 
Internal Revenue Service 
Los Angeles 12, California 


April 15, 1949. 
In replying refer to 
IT :EXT:RMC 
MI 8111—Ext. 371 


Form 1040 


My. & Mrs. Arthur L. Lawrence (Alma P.), 
c/o Jarvis & Moore, 

23rd Floor, Smith Tower, 

Seattle 4, Washington. 


Dear My. & Mrs. Lawrence: 
Receipt is acknowledged of your application of 
recent date requesting for the reasons stated an ex- 


tension of time within which to file your return of 
income for the calendar year 1948. 
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A further extension of time to 5-15-49 is hereby 
granted within which the above-mentioned return 
may be filed. In all cases where an extension of 
time is granted, interest is collectible at the rate of 
one-half of one per cent a month upon the unpaid 
tax from the original due date to the date of pay- 
ment. 


A Copy of This Letter Must Be Attached to the 
Return When It Is Filed as Authority for the Ex- 
tention of Time Herein Granted. 

Very truly yours, 
GEO. J. SCHOENEMAN, 


Commissioner ; 
By /s/ HARRY C. WESTOVER, 
Collector. 
RMC:Lw 
a5 


Treasury Department 
Internal Revenue Service 
Los Angeles 12, California 


In reply refer to 
IT :EXT:RMC 
MI 8111—Ext. 371 


Form 1040 
March 10, 1949. 
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Mr. Arthur L. Lawrence, 
c/o Jarvis & Moore, 

23rd Floor, Smith Tower, 
Seattle 4, Washington. 


Dear Mr. Lawrence: 


Receipt is acknowledged of your application of 
recent date requesting, for the reasons stated, an 
extension of time within which to file your return 
of income for the calendar year 1948. 


An extension of time to 4-15-49 is hereby granted 
within which this return may be filed. In all cases 
where an extension of time is granted, interest is 
collectible at the rate of one-half of one per cent a 
month upon the unpaid tax from the original due 
date of the return to the date of payment. 


An extension of time cannot be granted for the 
filing of an income tax return on Form 1040A; 
therefore, it will be necessary when filing to use 
Form 1040. 


A Copy of This Letter Must Be Attached to the 
Return When It Is Filed as Authority for the Ex- 
tension of Time Herein Granted. 


Very truly yours, 
GEO. J. SCHOENEMAN, 


Commissioner ; 


By /s/ HARRY C. WESTOVER, 
Collector. — 
RMC:gfw 
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[T:5 
Treasury Department 
Internal Revenue Service 
Los Angeles 12, California 


March 10, 1949. 
In reply refer to 
IT: EXT :RMC 
MI 8111—Ext. 371 


Form 1040 


Mrs. Alma P. Lawrenee, 
e/o Jarvis & Moore, 
23rd Floor, Smith Tower, 
Seattle 4, Washington. 


Dear Mrs. Lawrenee: 


Receipt is acknowledged of your application of 
recent date requesting, for the reasons stated, an 
extension of time within which to file your return 
of income for the calendar year 1948. 


An extension of time to 4-15-49 is hereby granted 
within which this return may be filed. In all cases 
where an extension of time is granted, interest is 
collectible at the rate of one-half of one per cent a 
month upon the unpaid tax from the original due 
date of the return to the date of payment. 


An extension of time cannot be granted for the 
filing of an income tax return on Form 1040A; 
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therefore, it will be necessary when filing to use 
Form 1040. 


A Copy of This Letter Must Be Attached to the 
Return When It Is Filed as Authority for the Ex- 
tension of Time Herein Granted. 


Very truly yours, 


GEO. J. SCHOENEMAN, 
Commissioner ; 


By /s/ HARRY C. WESTOVER, 
Collector. 


RMC:gfw 
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EXHIBIT B-2 
Form 1230 


U.S. Treasury Department 
Office of the District Director of Internal Revenue 
905 Second Avenue Building 
Seattle 4, Washington 


May 10, 1954. 
‘Air Mail”’ 


Internal Revenue Service 
In replying refer to A:R 
VEZ :90D :jaw 


Mr. Arthur L. Lawrence and Mrs. Alma P. Law- 
renee, 

Husband and Wife, 

1605 Fremont Strect, 

Las Vegas, Nevada. 


Dear Mr. & Mrs. Lawrence: 


You are advised that the determination of your 
income tax hability for the taxable year ended De- 
cember 31, 1948, discloses a deficiency or deficiencies 
of $2,931.14, as shown in the statement attached. 


In accordance with the provisions of existing in- 
ternal revenue laws, notice is hereby given of the 
deficiency or deficiencies mentioned. 


Within 90 days from the date of the mailing of 
this letter you may file a petition with The Tax 
Court of the United States, at its principal address, 
Washington 4, D. C., for a redetermination of the 
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deficiency. In counting the 90 days you may not 
exclude any day unless the 90th day is a Saturday, 
Sunday, or legal holiday in the District of Columbia 
in which event that day is not counted as the 90th 
day. Otherwise Saturdays, Sundays, and legal holi- 
days are to be counted in computing the 90-day pe- 
riod. 


Should you not desire to file a petition, you are re- 
quested to execute the enclosed form and forward 
it to the District Director of Internal Revenue, 
Audit Division, 905 Second Avenue Building, Se- 
attle 4, Washington. The signing and filing of this 
form will expedite the closing of your return(s) by 
permitting an early assessment of the deficiency or 
deficiencies, and will prevent the accumulation of 
interest, since the interest period terminates 30 
days after receipt of the form, or on the date of 
assessment, or on the date of payment, whichever 
is the earlier. 


Very truly yours, 


T. COLEMAN ANDREWS, 


Commissioner ; 


By /s/ WILLIAM E. FRANK, 
District Director of Internal 
Revenue. 
Enclosures : 
Statement 
Form 1276 
Agreement Form 
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A:R 
VEZ:90D :jaw 
Statement 


Mr. Arthur L. Lawrence and Mrs. Alma P. Lawrence 
Husband and Wife 
Formerly Los Angeles, California 
Now 1605 Fremont Street 
Las Vegas, Nevada 


Tax Liability for the Taxable Year Ended December 31, 1948 


Deficiency 
MBO ANC MEAN fc cse cd rss ceneccea-aideasndedsis bvs-apsteuteteessetesce: $2,931.14 


In making this determination of your income tax liability, 
careful consideration has been given to the report of examina- 
tion dated May 3, 1954. 


Adjustments to Net Income 


Net income as disclosed by return, Form 1040................ $12,984.21 
Unallowable deductions and additional income: 

(2) OST DICE] PN iy le ee ern eee 10,096.68 
PMCMUMTCOMNC CAUSTIC ........-....22--.20-02002-2eecedeneee coe-cenezcnceecee PEON USUI OD 


Explanation of Adjustments 


(a) On your return vou reported a long-term capital gain of 
$8,639.81, taken into account at 50% or $4,319.91, upon the dis- 
tribution of assets in liquidation made by Midway Peerless Oil 
Company on December 15, 1948. It has been determined that 
the fair market value of assets received by vou as a result of the 
distribution was as follows: 


OU C862. anne eed ieee. ce sn, $20,104.18 
WC ASCMOMG EQUIP MICIE -..2::--<-2seceseceoeeeeeeree oeseereee 1,507.27 
imo NEC COLLADES ...2-.....5.2-<2-cetienus es eee 146.33 
San @emOnleon MATIC. _..2:.:..2.ccssteceeee ee 83.00 
Manemiaiseand Supplies: ......2...c:-e eee ee 6.18 
Casheand) other assets......:.--.ce-ccccccs-secseecsecceseee 8,886.11 


OCG MOR ee CEP RR RES erie oP ar cs Sere $30,733.07 
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Your gain is therefore recomputed as follows: 


Fair market value of assets received................ $30,733.07 
Basis of stock acquired 4-7-42..W0W.. 2. eeeeceeceeeees 1,899.90 
Recognized gain. 22 2 ae 28,833.17 
Taken into d@ecount at©o0%_.._..____.... sae 14,416.59 
Reported on requir... Sec. ee 4,319.91 
literease in» Gapitgly cain 21.:.-...2ee $10,096.68 


Your reported net income is increased accordingly. 


Computation of Tax 


Net income. adjusted ............-csccceccnssseyeese ieee ees cee $23,080.89 
iuess: Exemptions (2 x $600)................-2cu:1:s ene 1,200.00 
Ineome subject: tomtentative tax.................222 2 $21,880.89 
One-half of such income for joint return...............-....-.-- $10,940.45 
Mentative tax -...cce cessctteeeece- ones ee 2,997.38 
Tax reduction: 17% of $ 400.00 $ 68.00. 
12% of 2,597.38 311.69 379.69 

FRAM@ICC,  -.. nao ccsececpeeeee eset se siesettcteee eee eeeec ee $ 2,617.69 
Correct income tax liability for joint return 

(2° s SQTGNT 09)” .. 9M... ee 5,235.38 
Income tax liability disclosed by return, 

account $29117502 ..............88. 2,304.24 
Defierenicy in income taX ............---2:.6:.000 $ 2,931.14 


Lodged August 21, 1956. 
Filed August 23, 1956, T.C.U.S. 
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Tax Court of the United States 


[Title of Cause. ] 
Filed January 25, 1957. 


Statute of Limitations—Section 275(¢)—25 Per 
Cent Omission From Gross Income—Omission Ex- 
plained in Return: The 5-year period of limitations 
provided by Section 275(e) applies where a tax- 
payer omitted from gross income shown on the re- 
turn a capital gain, which omission represented 
more than 25 per cent of the gross income shown 
on the return. It is immaterial that the omission 
was explained on a separate sheet of paper attached 
to the return. 


Statute of Limitations—Section 275(¢)—Section 
275(e): The 5-year period of Section 275(¢) is ap- 
pheable even though the omitted amount was a dis- 
tribution in hquidation of a corporation and on 
that basis alone a 4-year period would have been 
allowed under Section 275(e). 


Tax Court Policy—Consideration of Reversal by 
Court of Appeals: The Tax Court, having national 
jurisdiction rather than a jurisdiction limited to 
only a portion of the Nation, when reversed on an 
issue by a Court of Appeals, must reconsider the 
point in the hght of the reversing opinion and then 
decide whether to adhere to its original views or 
accept the views of the reversing court. 
BROCKMAN ADAMS, ESQ., 

For the Petitioners. 


JOHN POTTS BARNES, ESQ., 
For the Respondent. 
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OPINION 
Murdock, Judge: 


The Commissioner determined a deficiency of 
$2,931.14 in the income tax of the petitioners for 
1948. The facts have been stipulated. The stipula- 
tion is adopted as the findings of fact. 


The petitioners, husband and wife, filed a joint 
Federal income tax return for 1948 with the col- 
lector of internal revenue, Los Angeles, California, 
on May 31, 1949, an extension to that date for filing 
having been granted. The notice of deficiency was 
not mailed until May 10, 1954, after the 3-year pe- 
riod, and after the 4-year period but before the 
5-year period for assessment and collection had ex- 
pired. The only question for decision is whether 
Section 275(c) applies, giving the Commissioner 
five years from the filing of the return within which 
to assess and collect the deficiency now admitted to 
be due. 

Section 275(¢) is as follows: 

(c) Omission From Gross Income: If the 
taxpayer omits from gross income an amount 
properly includible therein which is in excess 
of 25 per centum of the amount of gross in- 
come stated in the return, the tax may be as- 
sessed, or a proceeding in court for the collec- 
tion of such tax may be begun without assess- 
ment, at any time within 5 years after the re- 
turn was filed. 


The petitioners have admitted that the deficiency 
determined by the Commissioner is correct. The 
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Commissioner, in determining that deficiency, in- 
cluded in income over $20,000 of capital gain which 
the petitioners had omitted from gross income on 
their return. It was not included in the computation 
of gross income on the return. Even the taxable 
one-half of that amount is substantially ‘‘in excess 
of 25 per centum of the amount of gross income 
stated in the return.’’ The petitioners do not con- 
tend otherwise. 


The petitioners contend that they disclosed the 
nature and amount of the now admitted additional 
income in a manner adequate to apprise the Com- 
missioner in a statement made a part of the return. 
Arthur acquired a portion of the stock of Midway 
Peerless Oil Company in 1942 and that company 
was liquidated on December 15, 1948. The liquida- 
tion resulted in the capital gain now determined 
by the Commissioner and agreed to by the petition- 
ers. The petitioners reported on their return a long- 
term capital gain of $8,567.38, one item of the com- 
putation of which was as follows: 


Kind of Property: 2,111 Sh. Midway Peerless 
Oil Co.—Com. 

Date Acquired: 4/7/42. 

Dated Sold: 12/24/48. 

Gross Sales Price: $10,539.71. 

Cost or Other Basis: (A) $1,899.90. 


(A) See schedule attached. 


The following appeared as a separate page of the 
return: 
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It is obvious from the entire return that the tax- 
payers made a computation of their income and 
omitted ‘‘from gross income an amount properly 
includible therein which is in excess of 25 per 
centum of the amount of gross income stated in the 
return.’’ The quoted words are from Section 275(c) 
which first appeared in the Revenue Act of 1934. 
The House bill had eliminated the statute of limita- 
tions in such cases but the Senate insisted upon a 
5-year period, saying: 


* * * Hor instance, a case might arise where 
a taxpayer failed to report a dividend because 
he was erroneously advised by the officers of 
the corporation that it was paid out of capital 
or he might report as income for one year an 
item of income which properly belonged in an- 
other year. Accordingly, your committee has 
provided for a 5-year statute in such cases. * * * 
(CB 1939-1, Part 2, P. 619.} 


The Tax Court can only apply the statute as 
Congress enacted it, and it has consistently held 
under similar circumstances that the 5-year period 
of limitations on assessment and collection applies 
rather than any shorter period, regardless of how 
honest the mistake and regardless of the possibility 
that from somewhere in the return or papers at- 
tached to it the information was given to the Com- 
missioner of the transaction giving rise to the omit- 
ted income. Anna M. B. Foster, 45 B.T.A. 126, affd. 
131 F. 2d 405; Emma B. Maloy, 45 B.T.A. 1104; 
Estate of C. P. Hale, 1 T.C. 121; American Liberty 
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Oil Co., 1 T.C. 386; William L. E. O’Bryan, 1 T.C. 
1187; Katharine C. Ketcham, 2 T.C. 159, affd. 
(C.A.-2) 142 F. 2d 996; Oleta A. Ewald, 2 T.C. 384, 
affd. 141 F. 2d 750; M. C. Parrish & Co., 3 'T.C. 119, 
affd. 147 F. 2d 284; Leslie H. Green, 7 T.C. 263, 275; 
Peyton G. Nevitt, 20 T.C. 318; H. Leslie Leas, 23 
T.C. 1058; Dean Babbitt, 23 T.C. 850; The Colony, 
ime, 26 'T.C. 30. 


The position taken by the petitioners in this case 
has now been enacted into law by Section 6501(e) 
(1) (A) (Gi) of the Internal Revenue Code of 1954, 
as follows: 


In determining the amount omitted from 
eross income, there shall not be taken into ac- 
count any amount which is omitted from gross 
income stated in the return if such amount is 
disclosed in the return, or in a statement at- 
tached to the return, in a manner adequate to 
apprise the Secretary or his delegate of the 
nature and amount of such item. 


This provision was not made retroactive and its 
legislative history states that it was a “‘change from 
existing law,’’ thus supporting the view consistently 
taken by the Tax Court as to the previously exist- 
ing law. H. Rept. No. 1837, 88d Cong. 2d Sess., p. 
A414; Sen. Rept. No. 1622, 83d Cong., 2d Sess., p. 
584. The Court in Slaff v. Commissioner, 220 F. 
2d 65, 67, recognized that this legislation changed 
existing law. 

This Court has also held that an omission within 
the meaning of Section 275(¢c) could result from 
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the overstatement of cost or a similar item, even 
though there was no omission of an income item 
from the computation of income shown on the re- 
turn. Estate of J. W. Gibbs, Sr., 21 T.C. 443. The 
present situation is not such an omission and the 
fact that the Tax Court has been reversed in sev- 
eral cases of that type and affirmed in one does not 
help the present taxpayer. Uptegrove Lumber Com- 
pany v. Commissioner, 204 F. 2d 570; Deakman- 
Wells Company v. Commissioner, 213 F. 2d 894, re- 
versing 20 T.C. 610; Goodenow v. Commission, 238 
F. 2d 20, reversing 25 T.C. 1; Reis v. Commissioner, 
142 F.. 2d 900, affirming 1 T.C. 9 and a Tax Court 
Memorandum Opinion. The Court of Appeals for 
the Third Cireuit, in the Uptegrove case, considered 
Section 275(c) ambiguous insofar as it applied to 
an omission resulting from the overstatement of 
cost, but it clearly differentiated that kind of an 
omission from one, such as is here present, where 
the taxpayer ‘‘leaves some item of gain out of his 
computation of gross income.’’ It distinguished 
cases of the latter type ‘‘because the applicability 
of the language of the statute, ‘omits from gross 
income,’ to the given facts was so clear.”’ 


The only possible complication in the decision of 
the present case is whether it might be contrary to 
a fairly recent decision of the Court of Appeals for 
the Ninth Cireuit, to which this case could go on 
appeal. The reference is to the Slaff case, supra. 
There Slaff entered only one item, salary, on each 
of his returns. No computation of any kind was 
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shown. After the one income item, reported in the 
place for income received, he wrote, ‘‘exempt under 
Section 116 I.R.C.; therefore, no taxable income.”’ 
The Tax Court held that there was a complete 
omission of ‘‘gross taxable income’’ and Section 
275(¢c) applied. The Court of Appeals reversed but 
stated, ‘‘We are in full accord with the rulings in”’ 
the Uptegrove and Deakman-Wells cases, supra, in 
which the opinions indicate agreement with the T'ax 
Court in a case like the present one. See also Goode- 
now, supra. If the views of the Court of Appeals 
for the Ninth Circuit are the same as those of the 
Court of Appeals for the Third Circuit, there is 
no difficulty here, but if it does not distinguish this 
case from its Slaff case, then, even so, the Tax 
Court must respectfully adhere to its own views in 
this case. 

One of the difficult problems which confronted 
the Tax Court soon after it was created in 1926 as 
the Board of Tax Appeals was what to do when an 
issue came before it again after a Court of Appeals 
had reversed its prior decision on that point. Clearly, 
it must thoroughly reconsider the problem in the 
light of the reasoning of the reversing appellate 
court and, if convinced thereby, the obvious proce- 
dure is to follow the higher court. But if still of the 
opinion that its original result was right,! a court of 
national jurisdiction to avoid confusion should fol- 
low its own honest beliefs until the Supreme Court 


1Tf the issue turned upon a rule of law peculiar 
to some state or states within that Circuit, the prac- 
tice of the Tax Court has been to follow the mile 
as laid down for that Circuit. 
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decides the point.2 The Tax Court early coneluded 
that it should decide all cases as it thought right. 


This was not too difficult if appeal in the later 
case would not lie to the reversing Circuit. Missouri 
Pacific Railroad Co., 22 B.T.A. 267, 287, which fol- 
lowed Western Maryland Railway Co., 12 B.T.A. 
889, after that case had been reversed, 33 F. 2d 
695 (C.A.-4). The difficulty mereased when the Tax 
Court adhered to its own opinion when appeal 
would le to the reversing Circuit. Southern Rail- 
way Company, 27 B.T.A. 678, 688, affd. on the bond 
discount issue 74 F. 2d 887 (C.A.-4) ; Estate of Ed- 
ward P. Hughes, 7 T.C. 1348, 1350; Harold Holt, 
23 T.C. 469, 473. The pressure increased in situa- 
tions where more than one Court of Appeals dif- 
fered with the Tax Court, but was relieved if one 
or more agreed with the Tax Court. Robert L. 
Smith, 6 T.C. 255, 257. Cf. Putnam v. Commis- 
sioner, .... U.S. .... (12-38-56). The Court of 
Appeals for the Eighth Circuit in that case affirmed 
a Memorandum Opinion of the Tax Court, 224 F. 
2d 947. The Supreme Court affirmed, after grant- 
ing certiorari, because of alleged conflict with Pol- 
lak v. Commissioner (C.A.-3) 209 F. 2d 57, re- 
versing 20 T.C. 376; Edwards v. Allen (C.A.-5), 
216 F. 2d 794; Cudlip v. Commissioner (C.A.-6) 


2The United States Customs Court and the Court 
of Claims are other national courts operating on 
the trial court level, but they do not have similar 
problems since the appeals in each case go to an ap- 
pellate court which also has a nationwide jurisdic- 
tion. 
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220 FE. 2d 565, reversing a Tax Court Memorandum 
Opinion. See also Basalt Rock Co., Inc., 10 T.C. 
600, reversed (C.A.-9), 180 F. 2d 281, cert. denied 
339 U.S. 966 and Salko Brothers Furniture Co. v. 
Commissioner, 185 F. 2d 222 (C.A.-5) affirming a 
Tax Court Memorandum Opinion which had fol- 
lowed 10 T.C. 600, cert. denied, 340 U. S. 952. Sev- 
eral Courts of Appeals have affirmed the Tax Court 
on the point decided in the present ease. 


The Tax Court and its individual Judges have 
always had respect for the 11 Courts of Appeals, 
have had no desire to ignore or lightly regard any 
decisions of those Courts and have carefully con- 
sidered all suggestions of those Courts. The Tax 
Court not infrequently has been persuaded by the 
reasoning of opinions of those Courts to change its 
views on various questions being litigated. Cf. 
Estate of William KE. Edmonds, 16 T.C. 110; Albert 
L. Rowan, 22 T.C. 865; James M. McDonald, 23 
7? 109; Mills, Incorporated, 27 T.C. .. (1-857). 


This change of position sometimes backfires. The 
Tax Court, in Wm. J. Lemp Brewing Company, 18 
T.C. 586, abandoned its decision on an issue in the 
face of reversals and disagreements on the part of 
Courts of Appeals for the Second and Kighth Cir- 
cuits and the District of Columbia. It followed its 
new position on that point in De Soto Securities 
Company, 25 T.C. 175, but was reversed by the 
Court of Appeals for the Seventh Circuit, 235 F. 
94 409. Again, the Tax Court, five Judges dissent- 
ing, in Burrus Mills, Inc., 22 T.C. 881, after being 
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reversed on the point involved therein by the Courts 
of Appeals for the Second, Seventh, Third and 
Sixth Circuits, concluded that it would have to fol- 
low those Courts, but later, in a case coming from 
the Court of Claims, the Supreme Court of the 
United States decided the point as the Tax Court 
had originally decided it. United States v. Ander- 
son, Clayton & Co., 350 U.S. 55. The Tax Court is 
not indifferent to the fact that a Court of Appeals 
has taken exception to its failure to follow a de- 
cision of that Court. Cf. Stacey Mfg. Co. v. Com- 
missioner, 237 F. 2d 605. It repeatedly indicates in 
its opinions that it takes such action reluctantly and 
only because, after thorough re-examination, it can- 
not agree with the particular holding involved. 


The Tax Court has always believed that Congress 
intended it to decide all cases uniformly, regardless 
of where, in its nationwide jurisdiction, they may 
arise, and that it could not perform its assigned 
functions properly were it to decide one case one 
way and another differently merely because appeals 
in such cases might go to different Courts of Ap- 
peals. Congress, in the case of the Tax Court, 
‘‘inverted the triangle’’ so that from a single na- 
tional jurisdiction, the Tax Court, appeals would 
spread out among.11 Courts of Appeals, each for 
a different circuit or portion of the United States. 
Congress faced the problem in the beginning as to 
whether the Tax Court jurisdiction and approach 
was to be local or nationwide and made it nation- 
wide. Congress expected the Tax Court to set prec- 
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edents for the uniform application of the tax laws, 
insofar as it would be able to do that. Hearings 
before Ways and Means Committee, Revenue Act 
a926, pp. 10, 869, 878, 911, 926, 932; H. Rept. No. 1, 
69th Cong. 1st Sess., pp. 17-19; Congressional Rec- 
ord, Vol. 67, pp. 1136-7, 3749. 


The Tax Court feels that it is adequately sup- 
ported in this belief not only by the creating legis- 
lation and legislative history but by other circum- 
stances as well. The Tax Court never knows, when 
it decides a case, where any subsequent appeal from 
that decision may go, or whether there will be an 
appeal. It usually, but not always, knows where the 
return of a taxpayer was filed and, therefore, the 
eireuit to which an appeal could go, but the law 
permits the parties in all cases to appeal by mutual 
agreement to any Court of Appeals. Section 7482 
(b) (2), I.R.C. 1954. Furthermore, it frequently hap- 
pens that a decision of the Tax Court is appealable 
to two or even more Courts of Appeals. A few ex- 
amples will illustrate. A corporation, having stock- 
holders scattered over the United States, makes a 
distribution to all. The Commissioner holds it tax- 
able as a dividend from accumulated earnings. The 
stockholders join in a trial before the Tax Court 
which decides the issue as to all petitioning stock- 
holders, contrary to a decision of Court of Appeals 
A, which reversed a prior Tax Court decision, but 
perhaps in line with an affirming decision of Court 
of Appeals B. Cf. Edwin L. Wiegand, 14 T.C. 136, 
reversed (C.A.-7), 189 F. 2d 167, affd. (C.A.-3) 
(6-26-53, unreported), later reversed (C.A.-3), 194 
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F. 2d 479. If it had rendered a separate different 
decision for those stockholders in Circuit A, what 
amount of accumulated earnings would remain for 
future distributions? Another situation was pre- 
sented by the Richmond Hosiery Mills. That cor- 
poration filed its corporate returns for three years 
with the collector of internal revenue for the dis- 
trict of Georgia and for one intermediate year with 
the collector of internal revenue for the district of 
Tennessee. It received one notice of deficiency and 
filed a single petition in the Tax Court each cover- 
ing all four years. The Tax Court decided the case 
for all four years in a Memorandum Opinion and 
entered but one decision in the proceeding. The tax- 
payer took appeals to the Circuit Courts of Appeals 
for both the Fifth Cirewt and the Sixth Cireutt, 
in the former as to three of the years and in the 
latter as to a single year. The Sixth Circuit, in 
Richmond Hosiery Mills v. Commissioner, 237 F. 
2d 605, a companion case with Stacey Mfg. Co., 
supra, followed its own prior decision in Owensboro 
Wagon Company v. Commissioner, 209 I. 2d 617, 
reversing 18 T.C. 1107, while the Fifth Circuit, 
which had not previously passed on this question, 
in Richmond Hosiery Mills v. Commissioner, 233 
F. 2d 908, adopted the view of the Sixth Circuit as 
expressed in the Owensboro case. Or suppose part- 
ners live in different circuits. Are the decisions of 
the Tax Court as to them to vary accordingly? See 
Choate v. Commissioner, 324 U.S. 1, in which the 
appeal in the case of Hogan was taken to the Fifth 
Cireuit which affirmed the Tax Court, Hogan v. 


Commissioner of Internal Revenue 49 


Commissioner, 141 F. 2d 92, and the appeal in the 
case of Choate was to the Tenth Circuit which re- 
versed the Tax Court, Choate v. Commissioner, 141 
B. 2d 641, which was then reversed by the Supreme 
Court, thus affirming the Tax Court. Many more 
similar examples could be given. There is also the 
sometimes difficult problem of knowing from prior 
decisions of the appellate court precisely what. its 
attitude is in relation to the current question before 
the Tax Court, Cf. Estate of Catherine Cox Black- 
burn, 11 T.C. 623, modified 180 F. 2d 952, particu- 
larly where it has more than one decision outstand- 
ing and each may seem to have a bearing but they 
are not too easily reconciled. The Slaff case already 
discussed is another example. 


The Commissioner of Internal Revenue, who has 
the duty of administering the taxing statutes of the 
United States throughout the nation, is required to 
apply these statutes uniformly, as he construes 
them. The Tax Court, being a tribunal with national 
jurisdiction over litigation involving the interpre- 
tation of Federal taxing statutes which may come 
to it from all parts of the country, has a similar 
obligation to apply with uniformity its interpreta- 
tion of those statutes. That is the way it has always 
seen its statutory duty and, with all due respect 
to the Courts of Appeals, it cannot conscientiously 
change unless Congress or the Supreme Court so 
directs. 


The taxpayers also argue that the Commissioner 
had only four years instead of five years within 
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which to send out the notice of deficiency on which 
he could then assess and collect the tax. Section 
275(e) on which they rely provides for a four-year 
period of limitations ‘“‘If the taxpayer omits from 
eross income an amount properly includible therein 
under Section 115(¢c) as an amount distributed in 
liquidation of a corporation, * * *.’’ Congress 
thereby gave an extra year to the Commissioner 
over the general three-year period if the omission 
was of the kind described therein, but Congress gave 
the Commissioner two extra years if the omission 
was of the kind described in Section 275(¢). The 
two subsections overlap to some extent but since 
the omission here is of the kind described in Section 
275(c), it is immaterial whether or not it might 
also qualify for the lesser period allowed by Section 
275(e). There is nothing in the statute or its legis- 
lative history to indicate that if a particular omis- 
sion was of the kind which came within both of 
these sections the Commissioner would be limited 
to the shorter period. See Estate of Arthur T. 
Marix, 15 T.C. 819, 825. The statute of limitations 
is not a bar to the assessment and collection of the 
deficiency in the present proceeding. 


Reviewed by the Court. 


Decision will be entered for the respondent. 


Served January 28, 1957. 
Entered January 28, 1957. 
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The Tax Court of the United States 
Washington 


Docket No. 53,929 


ARTHUR L. LAWRENCE and ALMA P. LAW- 
RENCE, | 
Petitioners, 
vs. 


COMMISSIONER OF INTERNAL REVENUE, 
Respondent. 


DECISION 


Pursuant to the determination of the Court, as 
set forth in its Opinion, filed January 25, 1957, it is 


Ordered and Decided: That there is a deficiency 
in income tax of $2,931.14 for the year 1948. 


[Seal] /3s/ J. MURDOCK, 


Judge. 


Served January 31, 1957. 
Entered January 31, 1957. 
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The United States Court of Appeals 
for the Ninth Circuit 


Docket No. 15,532 


ARTHUR L. LAWRENCE and ALMA P. LAW- 
RENCE, 
Petitioners, 
vs. 


COMMISSIONER OF INTERNAL REVENUE, 
Respondent. 


PETITION FOR REVIEW 


Come now the petitioners, by and through their 
attorney, Brockman Adams of Little, LeSourd, 
Palmer, Scott & Slemmons, 15th Floor, Hoge Build- 
ing, Seattle, Washington, and petition the Court 
for review of the decision of the Tax Court of the 
United States entered on January 31, 1957, in the 
case in that court entitled “‘Arthur L. Lawrence 
and Alma P. Lawrence, Petitioners, vs. Commis- 
sioner of Internal Revenue,’’ Docket No. 53,929, and 
states in support of this petition: 


A. The controversy, review of which is hereby 
sought, is as to whether petitioner is subject to all 
or any part of a proposed deficiency in federal in- 
come taxes for the calendar year 1948 in the amount 
of $2,931.14, together with accrued interest. 


B. Petitioners hereby seek review by the United 
States Court of Appeals for the Ninth Circuit of 
the decision of the Tax Court of the United States 
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on January 31, 1957, determining that there was a 
deficiency for the year 1948 in the amount above 
stated. 


C. The income tax return of petitioners for the 
year of which review is hereby sought was filed im 
the Collector’s office in Los Angeles, California. The 
place where petitioners reside, and the place where 
the office of said Collector (now Director) of In- 
ternal Revenue at Los Angeles is located, is within 
the Circuit of the United States Court of Appeals 
for the Ninth Circuit, and said Court is the court 
having jurisdiction of a review of the decision of 
the Tax Court herein under the provisions of 26 
U.S.C. Sec. 7482, Subdivision (b)(1). That venue is 
thereby established in the United States Court of 
Appeals for the Ninth Circuit. 


D. That the decision of the Tax Court was en- 
tered herein January 31, 1957, and the time for 
filing a petition for review has not as yet expired. 


Wherefore your petitioners pray that the review 
be had of the decision of the Tax Court rendered 
in the above-entitled matter, and that upon such 
review said decision be reversed. 


Dated this 11th day of March, 1957. 
Respectfully submitted, 
/s/ BROCKMAN ADAMS, 


For Petitioners. 


Received and filed March 20, 1957, T.C.U.S. 
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[Title of Tax Court and Cause.] 


NOTICE OF APPEAL 


To the Commissioner of Internal Revenue, and to 
Nelson P. Rose, Chief Counsel of the Internal 
Revenue Service; Melvin L. Sears, Regional 
Counsel; and John O. Durkin, Special Attor- 
ney, Bureau of Internal Revenue, His Attor- 
neys: 


You and Each of You Are Hereby Notified that 
Arthur L. Lawrence and Alma P. Lawrence are 
herewith filing their petition for review of a deci- 
sion of the Tax Court of the United States entered 
in the above cause on January 31, 1957, and by the 
filing of said petition do appeal from said decision 
to the United States Court of Appeals for the Ninth 
Circuit. 


Dated this 11th day of March, 1957. 
/s/ BROCKMAN ADAMS, 
Attorney for Petitioner. 
Service of copy acknowledged. 


Received and filed March 22, 1957, T.C.U.S. 


[Title of Tax Court and Cause. ] 


STATEMENT OF POINTS 


Come now petitioners and set forth the following 
statement of points upon which they will rely: on 
the appeal from the decision of the Tax Court of 
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the United States entered in this cause on January 
31, 1957. 


1. The Tax Court erred in that its findings of 
fact do not support the decision of the Court. 


2. The Tax Court erred in deciding that on its 
Findings of Fact the proposed federal income tax 
deficiency against the petitioners for the year 1948 
was not barred by the statute of limitations set 
forth in Internal Revenue Code, Section 275(a). 


3. The Tax Court erred in deciding that on its 
Findings of Fact the proposed federal income tax 
deficiency against petitioners for the year 1948 was 
not barred by the statute of limitations set forth in 
Internal Revenue Code, Section 275(e). 


4. The Tax Court erred in deciding that on its 
Findings of Fact the proposed federal income tax 
deficiency against petitioners for the year 1948 was 
not barred by the statute of limitations for the 
reason that the period of limitation was not ex- 
tended by Internal Revenue Code, Section 275(c). 


5. The Tax Court erred in failing to follow the 
previous decisions of the United States Court of 
Appeals for the Ninth Circuit where the Ninth Cir- 
cuit held that the extension of the period of limita- 
tions by Section 275(c) does not apply where tax- 
payer makes a full disclosure of income on his 
return. 


6. The Tax Court erred in failing to enter a 


decision that there was no deficiency in federal in- 
come taxes due from petitioners for the year 1948. 
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Dated this llth day of March, 1957. 
/s/ BROCKMAN ADAMS, 
Attorney for Petitioners. 
Service of copy acknowledged. 
Received and filed March 20, 1957, T.C.U.S. 


[Title of Tax Court and Cause. ] 


CERTIFICATE 


I, Howard P. Locke, Clerk of the Tax Court of 
the United States, do hereby certify that the fore- 
going documents, 1 to 12, inclusive, constitute and 
are all of the original papers on file in my office as 
called for by the ‘‘Designation of Contents of Rec- 
ord on Review,’’ in the case before the Tax Court 
of the United States docketed at the above number 
and in which the taxpayers in the Tax Court have 
filed a petition for review as above numbered and 
entitled, together with a true copy of the docket 
entries in said Tax Court case, as the same appear 
in the official docket book in my office. 


In testimony whereof, [ hereunto set my hand 
and affix the seal of the Tax Court of the United 
States, at Washington, in the District of Columbia, 
this 9th day of April, 1957. 


[Seal] /s/ HOWARD P. LOCKE, 
Clerk, Tax Court of the 
United States. 
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[Endorsed]: No. 15,532. United States Court of 
Appeals for the Ninth Circuit. Arthur L. Lawrence 
and Alma P. Lawrence, Petitioners, vs. Commis- 
sioner of Internal Revenue, Respondent. Transcript 
of the Record. Petition to Review a Decision of the 
Tax Court of the United States. 


Filed April 22, 1957. 
Docketed April 29, 1957. 


/3/ PAUL P. O’BRIEN, 
Clerk of the United States Court of Appeals for 
the Ninth Circuit. 


